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Mexico requests WTO arbitration in cement dispute
On Jan. 29, the Guatemalan Economy Ministry ruled that Mexican cement producer Cruz Azul has
engaged in unfair trade practices by selling its product at below-market prices in Guatemala. As a
result, the Ministry imposed a compensatory tariff of 89.54% on all cement imports by that company,
which will remain in effect for five years. In August, the Guatemalan government had imposed
a temporary 38.72% anti-dumping tariff on Cruz Azul imports. That tariff remained in effect four
months, while the Economy Ministry investigated the charges against Cruz Azul, which were made
by Guatemalan cement producer Cementos Progreso. The latter firm argued that Cruz Azul had
gained up to 30% of the market by selling its product in Guatemala at prices lower than Cruz Azul's
retail price in Mexico (see NotiCen, 11/14/96 and 01/23/97).
In early February, shortly after the Economy Ministry announced its final decision in the case, the
Mexican government formally petitioned the World Trade Organization (WTO) to convoke an
arbitration panel to review the dispute. The WTO has already requested that Guatemala's delegate
to the WTO prepare a package of information on the matter for a preliminary hearing. Guatemala
will be hard pressed to win the case at the WTO, given its lack of experience in trade disputes. This
is the first time Guatemala has ever imposed an anti-dumping measure against a foreign firm, and it
is the first time it will participate in a WTO arbitration procedure.
In contrast, the Mexican government has managed some 200 trade disputes, and it has a permanent
team of experts in place to argue its case at the WTO. According to Juan Manuel Zardain Borbolla,
Cruz Azul's representative for Central America, the Guatemalan Economy Ministry committed at
least 42 technical errors in its investigation, which Mexico expects will strengthen its stance in the
litigation.
Foreign donors pledge US$1.9 billion for peace process
On Jan. 21-22, representatives from multilateral lending institutions and foreign governments met
with Guatemalan officials, business representatives, and political leaders in Belgium to review
Guatemala's request for some US$1.842 billion in aid to help finance implementation of the peace
agreement, which ended 36 years of civil war when it was signed last December (see NotiSur,
01/17/97). All told, the attending delegates promised nearly US$1.9 billion to the Guatemalan
government, which will be disbursed over the next four years at an annual average of about US$475
million.
About 50% of the promised aid will be donations, mostly from foreign governments, and the rest
will be loans made on extremely favorable terms. About US$1.2 billion of the total will come from
the Inter-American Development Bank (IDB) and the World Bank, which promised US$800 million
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and US$400 million, respectively. Another US$520 million will come from the European Union (EU)
and the US government, each of which pledged about US$260 million. The remainder is bilateral
aid from several governments, including European and Asian nations, as well as multilateral
organizations such as the United Nations and the Organization of American States (OAS). The
total cost of the peace process is still not clear, but the government has made an initial estimate of
US$2.620 billion, about US$720 million of which will come from domestic sources (see NotiCen,
11/21/96 and 01/16/97).
Notwithstanding the favorable response by donors at the conference, most of the promised aid will
be conditioned on demonstrated government success in carrying out fiscal reforms to increase tax
income and balance the state budget, as well as efforts to crack down on corruption and demonstrate
transparency and honesty in the management of government funds. Donors want to be sure that the
aid will be used appropriately and that the government will be able to sustain the peace process in
the long term through domestic resources once the flow of foreign assistance slows.
Moreover, the government will have to demonstrate much more efficiency in the administration
of financial resources, since the lack of technical capacity to absorb foreign aid is seen as a major
hurdle in the peace process. The World Bank estimates that currently Guatemala only has the
capacity to absorb about US$200 million per year in aid efficiently, less than half the amount
expected per annum from foreign donors. In fact, given the government's absorption constraints,
many donors may have promised more aid than they expect to deliver. "This is an enormous
problem," one European diplomat told the Miami Herald. "Most countries are pledging much more
than they actually intend to donate on the assumption that Guatemala won't be able to use it all."
Rebellion by military police reveals dissent among troops
On Jan. 29, about 1,000 members of the army-run Policia Militar Ambulante (PMA) took over
the brigade's central headquarters in the capital to demand that the government pay monetary
compensation to all PMA troops for their years of service before disbanding the squadron, which
is mandated by the peace agreement signed in December. Under the accord on military reforms,
signed last September, the army must be reduced by 33%, and some special brigades such as
the PMA and the military-run presidential security staff (Estado Mayor Presidencial) must be
completely dissolved (see NotiSur, 09/27/96). Although it has up to one year to disband the PMA,
the government apparently is planning to eliminate the squadron well ahead of schedule, probably
within the first quarter of 1997. The rebellion lasted five days and nearly ended in a bloodbath.
On Feb. 1, troops from the Honor Guard the army's most important battalion in the metropolitan
area surrounded PMA headquarters, placing hundreds of troops and armored cars at the brigade's
entrances. The move was provoked by PMA dissidents, who refused to release the head of the
Honor Guard, Gen. Hugo Leonel Aguilar Barrillas, who had entered the compound that afternoon
with two other generals to negotiate with the PMA. A brief but heavy exchange of fire occurred
in the early evening, apparently initiated by the Honor Guard as the first phase of an assault to
retake control of the building. The confrontation abruptly ended, however, after the PMA released
Gen. Aguilar. The following day, the dissidents agreed to end their rebellion peacefully following
promises by the government that it would set up special retraining classes and job placement
programs for all demobilized soldiers. However, the PMA demand for US$8,000 in severance pay for
each laid-off member remains unresolved.
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Meanwhile, Defense Minister Gen. Julio Balconi has vowed to prosecute the heads of the rebellion
as an exemplary action to discourage further acts of insubordination in other brigades. The
government is concerned about the potential "domino effect" of the PMA incident given that many
soldiers and officers are frustrated that the peace accords call for broad financial and technical
assistance for all demobilized guerrillas, but compensation for soldiers is not explicitly outlined in
the peace agreement. "It isn't fair that they just send us home with our pockets empty," said one of
the leaders of the rebellion. "Some of us have been in the army for the entire 36 years that the war
lasted. We have families to feed. We want at least as much assistance as the guerrillas are getting."
Guerrilla demobilization edges forward under UN supervision
Since the beginning of February, leaders and troops from the UN's "military observer mission"
began arriving in Guatemala to supervise the country's cease-fire and oversee the demobilization
of some 3,250 guerrillas grouped in the Unidad Revolucionaria Nacional Guatemalteca (URNG).
The observer mission was delayed by about two weeks because in early January China vetoed
Guatemala's request for UN Security Council approval (see NotiSur, 01/17/97).
On Jan. 21, however, China withdrew its veto following lengthy negotiations with Guatemala, which
agreed to stop pressing the UN to place Taiwan's request for UN membership on the agenda of
each General Assembly, as it has done for several years. Guatemala's close relations with Taiwan
especially its energetic lobbying in favor of Taiwan at the UN had provoked China's veto on the
Security Council. The observer mission will include 155 troops from 15 countries, plus medical
personnel. Spain will provide about one-third of the mission's members, and Spanish Gen. Jose
Rodriguez will be in charge of the mission. Most of the remaining troops will come from Uruguay,
Argentina, Brazil, Canada, and Sweden.
Mission leaders are currently visiting the eight targeted zones where the rebels are to be relocated
once the demobilization process begins. Construction of the camps is almost complete, and rebel
troops have been grouping nearby in preparation for entering the compounds, which will probably
occur during the first week of March. Once the rebels are in the settlements, the mission will have
60 days to supervise their complete demobilization and reintegration into civic society. For its
part, the army has already dismantled five military outposts in the northwestern department of
El Quiche, the most conflictive zone in the country during the war. Some 2,100 guerrillas from the
Ejercito Guerrillero de los Pobres are to be relocated in camps in El Quiche and in the neighboring
department of Huehuetenango. [Sources: Inter Press Service, 01/09/97, 01/17/97, 01/18/97, 01/20/97;
New York Times, 01/21/97; Reuter, 01/18/97, 01/20/97, 01/21/97, 01/30/97, 01/31/97, 02/01/97, 02/02/97;
Miami Herald, 02/03/97; Notimex, 01/31/97, 02/01/97, 02/02/97, 02/06/97; Excelsior, 02/09/97; Spanish
news service EFE, 01/21/97, 01/22/97, 01/28-31/97; 02/03-06/97, 02/10/97; Prensa Libre (Guatemala),
01/03/97, 01/06/97, 01/11/97, 01/15-31/97, 02/01- 08/97, 02/10/12/97]
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